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Taxation Exemption-Alternative Energy Systems 
Official Title and Summary Prepared by the Attorney General 
I 
TAXATION EXEMPTION-ALTERNATIVE ENERGY SYSTEMS-LEGISLATIVE CONSTITUTI() 
AMENDMENT. Adds section 38 to article XIII of Cpnstitution to provide that Legislature may exempt from tax 
all or any part of property used as alternative energy system which is not based on fossil fuels or nuclear fuels. Fina 
impact: Revenue loss to local governments during exemption period; could result in increase in local goverru 
reven~es thereafter. Minor local adririnistrative costs. 
FINAL VOTE CAST BY LEGISLATURE ON SCA 15 (PROPOSITION 3) 
Assembly-Ayes, 78 Senate-Ayes, 30 
Noes, 0 Noes, 2 
Analysis by Legislative Analyst 
Background: 
All property is subject to local property taxes unless 
there is a specific exemption in, or enacted by the 
Legislature pursuant to, the Constitution. 
Proposal: 
This proposition would allow the Legislature to 
exempt from property taxation all or part of an 
alternative energy system provided that the system is 
not based on fossil fuels (oil, natural gas, coal) or 
nuclear fuels. Examples of such alternative energy 
systems are solar panels used to heat water and 
windmills used to generate electricity. 
Fiscal ~ffect: 
If this proposal is approved by the voters, legislation 
adopted in 1977 (Chapter 103, Statutes of 1977) will 
provide a property tax exemption for solar energy 
systems during the five-year period ending June 30, 
1984. This property tax exemption would apply to any 
solar equipment which is attached to a residential or 
nonresidential building or swimming pool as part ( 
solar energy system. Any equipment installed as a re~ 
of this proposition would be exempt during 1 
specified five-year period. At the end of this period 
would become taxable and could result in an increl 
in local government revenues. 
Any equipment which qualifies for this exempti 
but which would have been installed without tl 
proposal would also be tax exempt during this perie 
This would result in a revenue loss to loc 
governments. At the end of the period, the equipme: 
would become taxable and this revenue loss would sto 
The state would not reimburse local governments f( 
revenue losses or the minor local administrative cos 
associated with this exemption. 
There may be additional significant losses of propert 
tax revenues in the future if the Legislature exercise 
the authority to exempt other types of alternativ, 
energy systems. Again, the amount of these losse 
cannot be determined at this time. 
Study the Issues Carefully 
16 
Text of Proposed Law 
This amendment proposed by Senate Constitutional 
Amendment No. 15 (Statutes of 1977, Resolution 
Chapter 29) expressly adds a section to the 
Constitution; therefore, provisions proposed to be 
added are printed in italic type to indicate that they are 
new. 
PROPOSED AMENDMENT TO 
ARTICLE XIII 
SEC. 38. In addition to such exemptions as are now 
provided in this Constitution, the Legislature max 
exempt from taxation all or any portion of property 
used as an alternative energy system which is not based 
on fossil fuels or nuclear fuels. 
Vote on Election Day 
17 
Taxation Exemption-Alternative Energy Systems 
Argument in Favor of Proposition 3 
The threat of an energy shortage is one of the most 
cr.ucial issues we face. To reduce our dependency on 
expensive foreign sources of oil and gas, we must do all 
we can-not only to develop our conventional energy 
supplies-but to encourage conservation and use of 
alternative sources such as solar. 
Proposition 3 will encourage energy conservation 
vital to us all by providing a tax incentive to 
homeowners and businessmen to install solar systems. 
Its passage will help generate many new jobs and 
reduce the threat of future power brownouts. 
Your approval of Proposition 3 will put into law a 
measure already passed by the Legislature to exempt 
solar energy installations from property taxes for a 
period of five years. 
Proposition 3 will also authorize the Legislature to 
extend the tax exemption to wind or geothermal 
energy systems for hot water and heating buildings. 
Because the initial cost of alternate energy 
. equipment is so much higher than equipment utilizing 
conventional fuels, the property tax exemption 
provided by Proposition 3 is needed to make the 
investment attractive to the average homeowner and 
businessman. 
Everyone benefits by the expanded use of solar 
energy and those who pay to have equipment installed 
should not be penalized by added property taxes! 
Vote YES on Proposition 3 for a brighter energy 
future for California. 
ALFRED E. ALQUIST 
State Senator, 11th District 
Chairman, Senate Committee on 
Public Utilities, Transit and Energy 
OMER L. RAINS 
State Senator, 18th District 
Chairman, Senate Majority Caucus 
ALAN D. PASTERNAK 
Member, California Energy Commission 
Rebuttal to Argument in Favor of Proposition 3 
Let's set the record straight. 
Everybody is in favor of solar energy, conservation 
and Mom's apple pie. Unfortunately, that isn't what 
Proposition 3 is all about. 
Proposition 3 is about Tax Loopholes. And like most 
tax loopholes, a few will benefit at the expense of the 
rest of us. Let me briefly explain: 
Windmills, experimental solar collectors and other 
"alternative energy systems" are far too expensive for 
the average person to afford. For this reason, only the 
very wealthy can afford to rip out their oil and gas 
heaters and install new experimental equipment. 
All Proposition 3 does is create a special tax loophole 
for these modern day Don Quixotes. And of course, you 
and I have to make up for the lost revenue in higher 
property taxes .. 
As a matter of fact Proposition 3 specifically excludes 
giving a property tax exemption to people who must 
continue to heat their homes with "old-fashioned" gas, 
oil and electric heaters. 
So, unless you're one of the selected few who can 
afford to build a windmill in your front yard, 
Proposition 3 will probably increase your taxes. 
It's just that simple, folks, and that's why Proposition 
3 deserves your NO vote. 
H. 1.. "BILL" RICHARDSON 
State Senator, 25th District 
18 
Arguments printed on this page are the opinions of the authors and have not been 
checked for accuracy by any official agency. 
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Argument Against Proposition 3 
How would you like to help the guy down the street 
pay for his newly heated swimming pool? 
You'd like that? Good! Proposition 3 is for you. 
That's right, folks. Thanks to Proposition 3 you will 
soon have the rare opportunity to do something for rich 
people. You will be allowed to pay higher property 
taxes in order to allow these "needy" rich people to buy 
tax-free solar-powered swimming pool heaters. Isn't 
that wonderful? 
Oh, but that's not all. Here are a few more questions 
and answers that the proponents of this measure might 
not have mentioned: 
Question: Could Proposition 3 lower property taxes 
paid by the owner of a solar-powered air 
conditioner in a 4O-room mansion in 
Beverly Hills? 
Answer: Yes. 
Question: Does Proposition 3 allow the same property 










home in Anaheim, Fresno, or Eureka who 
must use oil, gas or electriCity to heat his or 
her home? 
No. 
Does Proposition 3 provide a tax loophole 
for the rich? 
Yes. 
Does Proposition 3 provide the same tax 
loophole for the poor and middle-income 
families? 
Not unless they can afford the same things 
as the rich. 
Who must pay higher property taxes to 
make up for the revenue lost through the 
tax loophole? 
Anyone who cannot afford to convert to 
solar energy to heat his home. 
Does that mean you? 
I don't know, does it? If so, you should vote 
NO on Proposition 3. 
H. L "BILL" RICHARDSON 
State Senator. 25th District 
Rebuttal to Argument Against' Proposition 3 
The frivolous and misleading opposition arguments 
would be amusing if the issue of energy conservation 
. were not so important to our economy and national 
security-and your pocketbook. 
Take the claim that property owners who don't install 
solar "must pay higher property taxes to make up for 
the revenue lost, .. ~. The Legislative Analyst says the 
limited five-year exemption could EXPAND the tax 
revenue base over the long run by encouraging the 
widespread installation of solar systems. This would 
tend to LOWER tax rates for ALL property owners, 
including those who don't install solar devices. 
In addition, it is cheaper for a homeowner to buy the 
gas and electricity his neighbor saves at the current 
price than for his utility to buy additional and 
increasingly costly fuels from foreign countries. 
Therefore, when ANYONE installs a solar energy 
system, EVERYONE benefits by the resultant energy 
savings. 
A tax incentive is the traditional American way to 
encourage citizens to make investments that promote 
the general welfare. 
Tax loophole for the rich? Nonsense! Proposition 3 
will help make solar heating and cooling feasible for the 
AVERAGE homeowner and businessman who couldn't 
afford the initial investment in solar equipment. 
A family in "a 4O-room mansion" doesn't have to 
worry about skyrocketing gas and electric bills. But the 
rest of us do. 
Along with the solar income tax credit already 
enacted, the limited five-year property tax exemption 
provided in Proposition 3 will make solar energy a 
practical investment for the average Californian. 
ALFREIJ E. ALQUIST 
State Senlltor. 11th District 
ChairmlUJ, SeDllte Committee on 
Public Utilities, Transit and Energy 
OMERL RAINS 
Stllte SeDlltOr. 18th District 
Chllirmlln, Senate Majority Caucus 
ALAN D. P·ASTERNAK 
Memher. State Energy Commission 
Arguments printed on this page are the opinions of the authors and have not been 
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